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BRITAIN’S POLITICAL FUTURE 


THE political season which opens with this week’s Labour 
and Conservative Conferences has the air of looking to the 
future rather than to the past, to the next General Election 
rather than to the now legendary days of 1931. Have we 
any clue to that future in the latest round of literature let 
loose by our increasingly prolific political pamphleteers? 
The most striking feature of British political literature since 
1931 has been its markedly Left-wing tendency. And of 
the four authors here reviewed,* none are farther to the 
Right than Mr Ramsay Muir (however far that may be). 
Should we take this outburst of literary activity as a sign of 
a coming political movement to the Left? Or is it merely 
the normal reaction of a group of politicians who are suffer- 
ing from temporary frustration and infertility in the 
practical field ? 

Lord Allen looks to the future because he is disappointed, 
if not disgusted, with the past and present. We all remem- 
ber the remarkable enthusiasm with which he greeted the 
birth of the National Government and the earlier utterances 
of the Prime Minister. Mr MacDonald is not mentioned in 
this book, but Lord Allen’s verdict on his Government is 
unambiguous. That Government, Lord Allen says, has 
“allowed the Conservative Party to create party advan- 
tage for itself out of a national endeavour.’’ In particular 
he laments ‘‘ the complete breakdown ’’ of the Govern- 
ment’s. foreign policy :— 

This Government will go down to history as the Govern- 
ment which was always wise too late. It has spent months 
i vain attempts to conciliate nations which need never 
have become so anxious or so angry; in trying to bring 
Germany back to the League instead of preventing her 
from leaving it. By acting too late we have given Germany 
a Government of violence, and have been compelled to 
concede rearmament to dictatorship.... By acting always 
too late we have killed all hopes of substantial disarmament, 
so that now the world is faced with the appalling extrava- 
gance and peril of a competitive race in arms. 

Coming from one of the most influential of the Govern- 
Ment’s disinterested friends, this is a formidable indictment. 

Disappointed as Lord Allen is, however, he is far from 
disillusioned. Indeed, the main purpose of his book is to 
proclaim an indomitable, and some would say incurable, 
faith in the power of reason to conquer in the practical 


* “ Britain's Political Future.’”’ By Lord Allen of Hurtwood. 
Ongman’s. 192 pages. 6s. ‘‘ The Liberal Way.’ A Survey of 
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Federation. © Foreword by Ramsay Muir. Allen and Unwin. 
222 pages. 2s. 6d. ‘‘ The First Workers’ Government.” By G. R. 
Mitchison. Gollancz. 528 pages. 5s. ‘‘ Problems of the Socialist 
vansition.’’ By L. Anderson Fenn, Harold E. Clay, G. D. H. 
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world. What Lord Allen now wants is a Government of 
reasonable and moderate men to pursue a foreign policy of 
peace and disarmament and a domestic policy of industrial 
and social reorganisation. There will probably be a stale- 
mate, Lord Allen thinks, at the next General Election, and 
the only way of saving democracy will “‘ in all probability ”’ 
be ‘‘ an association of the younger generation of Conserva- 
tives with the Liberal and Labour Parties, and with Labour 
at the helm.’’ Mr Herbert Morrison, Mr Elliot and Dr. 
Addison, among others, are mentioned as promising candi- 
dates for admission to the proposed Government of ability 
and reason. 

A cynic might perhaps express surprise that, after experi- 
encing one National Government, Lord Allen should be 
asking for another; though it is true that he calls it neither 
a National Government nor a Coalition, but an ‘‘ Associa- 
tion.’ There is much in a name, it seems, despite all the 
rationality of man. And even the mildest sceptic will ques- 
tion whether the differences between us are really so narrow 
as to be easily bridgable by nothing more than a little sweet 
reasonableness. Are there not interests, for one thing, that 
divide us? No doubt the activities of both Mr Morrison and 
Mr Elliot can be superficially described as ‘‘ planning.’’ 
But is it not of some importance to ask in whose interest 
they plan? And, interests apart, there are surely philoso- 
phical differences dividing men to-day as profoundly as 
ever in history. Do not some of us believe in freedom and 
equality, and others in order and discipline, just as firmly 
and irreconcilably as did Athenians and Spartans two 
thousand years ago? Lord Allen’s affirmation of faith in 
the rationality of the common man will command respect; 
but on being told that, as a result of science, ‘‘ at long last 
the mind of man seems capable of freeing itself from ancient 
bondages and becoming an independent agency of influ- 
ence,’’ some readers will surely inquire whether Lord Allen 
has ever heard of the Nazi Revolution. And was it really 
nothing but laziness and incompetence that seduced the 
National Government from the pursuit of Lord Allen’s 
ideals ? 

Many would like to believe that British political parties 
to-day (or at least those on the Left) are reaching agreement 
on the necessity and method of immediate economic reform. 
But a comparison of the other three books now under review 
unfortunately suggests no such thing. ‘‘ The Liberal Way ”’ 
consists of an amplification, with a foreword by Mr Ramsay 
Muir, of the recent Liberal Manifesto already summarised 
in the Economist. ‘‘ The First Workers’ Government,’’ 
though ostensibly the individual production of a member 
of the Socialist League, carries the blessing of Mr Lansbury 
and Lord Passfield, as well as Sir Stafford Cripps and Mr 
Cole. The two books may therefore be taken as fairly 
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reliable statement, of the outlook and intentions of the 
Liberal and Labour Parties. Yet Mr Mitchison’s book is a 
description of the beneficent extension of State control and 
ownership over the major part of the British economic 
system; while Mr Ramsay Muir writes that the aim of the 
Labour Party is “‘ to bring all the industrial and com- 
mercial activities of the country . . . under the dead hand 
of the State.’’ And both Mr Elliot and Dr. Addison are 
roundly condemned by Mr Ramsay Muir. 

Even if Mr Mitchison’s programme does not commend 
itself to Liberals of the Ramsay Muir school, however, it 
should be of great interest not only to them but to all who 
are concerned with Britain’s political future. The “‘ First 
Workers’ Government ’’ is a ‘‘ history ’’ written in the 
lucid and unadorned style of Mr Cole, of the socialisation 
of Britain in ten years following the election of a Labour 
majority in the House of Commons in 1936. Mr Mitchison 
is determined above all to eschew generalities; and he 
describes in concrete and often statistical detail, and in the 
past tense, the whole process of reform, from the revision 
of Parliamentary procedure to the reorganisation of the 
iron and steel trade. This laudable if ambitious attempt 
inevitably leads to occasional minor inaccuracies, such as 
the statement that no statistics exist of the uninsured un- 
employed; and one often feels that a clear enunciation of 
the actual principles on which wages, prices, investment 
and employment were planned in the new Socialist State 
would be more valuable than the enumeration of any 
number of picturesquely named institutions. Some readers, 
it must be admitted, will find the complete capitulation 
of the Opposition before Mr Mitchison’s Government as im- 
probable as the violent uprising of Sir Stafford Cripps’s 
imagination or the complete harmony of Lord Allen’s 
dreams. Nevertheless, as an essay in practical Social- 
Democracy Mr Mitchison’s book is a competent and 
original performance. 

If there is anything on which Lord Allen, Mr Muir and 
Mr Mitchison are all agreed it is the necessity for preserving 
democracy. We are consequently pleased to find the 
Socialist League, in their new manifesto, ‘‘ Problems of the 
Socialist Transition,’’ also affirming the purity of their 
democratic aspirations. Apart from this there is little that 
is new or interesting in the book; though we might perhaps 
point out to Sir Stafford Cripps that he has misquoted (on 
page II) our statistics of industrial profits. The truth 
about the members of the Socialist League would seem to 
be that, though they value both democracy and social 
reform, they would be prepared in the last resort, if one or 
the other had to be sacrificed, to let democracy go. 

In general, however, it is fair to place the Socialist 
League, with Lord Allen, Mr Muir and Mr Mitchison, within 
the democratic camp. But is a mere belief in democratic 
methods likely to be an adequate basis on which to found 
a coalition? Only, one would have thought, at a moment 
when democracy itself is threatened. 


THE JEWS 


Dr. Ruppin is already well known to students of Jewish 
demography by his earlier work on ‘‘ The Jews of To- 
day ’’ published in 1904 and by his elaborate and richly 
documented survey of Jewish sociology published in Ger- 


man in 1930-31. His new book* brings the discussion up 
to date, and it may be safely recommended as an authori- 
tative guide. It deals with the racial composition of the 
Jews, their numbers, territorial and historical distribution, 
migrations, economic structure and occupational differen- 
tiation. With these facts before him Dr. Ruppin discusses 
in a most illuminating and temperate manner the major 
social and political problems with which the Jew is con- 
fronted in the modern world. The work forms part of a 
series of ‘‘ Studies in Modern History,’’ and the general 
editor, Professor L. B. Namier, has added greatly to its 
value by his cogent and moving introduction. 

Dr. Ruppin accepts the view, widely current among 
anthropologists, that the Jews are essentially a mixture of 
the ‘‘ Alpine ’’ and ‘‘ Mediterranean ’’ races, the Mediter- 


* “The Jews in the Modern World.” 


By Arthur Ruppin. 
Macmillan. 423 pages. I5s. 
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ranean element predominating in the Spanish or Sephardic 
branch and the Alpine in the Ashkenazic—that is, the 
Central and East-European Jews and their derivatives. He 
thinks that while until the fifteenth century the Sephardic 
Jews exceeded the Ashkenazim in numbers, the latter have 
since increased enormously and now constitute 92 per cent. 
of world Jewry. Dr. Ruppin emphasises the ethnic hetero- 
geneity of the Jews at all times, and points out that such 
uniformity in physical traits as is now observed is due to 
the fact that in the course of Jewish history there have 
occurred important periods of relative isolation during 
which some stability of type has been secured. It must be 
remembered, of course, that the whole classification of 
European races is now in the melting pot, and that anthro- 
pologists are becoming increasingly sceptical of race classi- 
fications which purport to trace the genealogical affinities 
of peoples. 

In discussing population, Dr. Ruppin endorses the esti- 
mate that in A.D. 70 the Jews numbered about four and 
a half millions. There was a decrease during the following 
centuries, the lowest point of one and a half million being 
reached at the end of the fifteenth century. In the 
eighteenth century there was a gradual rise to two and a 
half millions, and during the nineteenth century there was 
a rapid increase; for 1933 the figure of sixteen millions is 
given. The increase is attributed mainly to a decline in 
the death rate. Since 1914 the growth has slowed down, 
and the rate of natural increase has fallen from about 16 per 
thousand in 1914 to 8 in 1932. Dr. as figures show 
that the Jewish birth rate decreases from East to West 
and that it declines with the disappearance or weakening 
of the old Jewish traditions. Even in Eastern Europe there 
has recently been a decline, and as the drop continues the 
ditference between Central and Eastern Europe will prob- 
ably disappear. The difficult problems with which the 
Jews are now faced everywhere are due largely to their 
rapid growth in the nineteenth century. Without that 
increase the East European Jews would probably have 
adapted themselves economically without mass emigration, 
and possibly have become assimilated to their neighbours 
at least to the same extent as the Jews of Central Europe. 
To-day one of the most serious problems which confront 
the Jewish people is the difficulty of knowing what will 
become of the growing Jewish population in Poland and 
elsewhere in Eastern Europe—a problem in many ways 
more acute than that produced by recent events in 
Germany. 

Since 1880 a great change has taken place in the local 
distribution of the Jews. Between 1881 and 1933 approxi- 
mately four million Jews left Eastern Europe, the majority 
for the United States and other overseas countries and 
150,000 for Palestine. Dr. Ruppin sums up the change 
thus : — 

At the end of the eighteenth century the Jews changed 
from a predominantly Oriental into a European nation, 
and now they tend to change from East Europeans into 
West Europeans and Americans. 

It is interesting to note that almost a third of world 
Jewry now lives in English-speaking countries, and that 
whereas in 1870 less than 20 per cent. inhabited ‘* areas of 
higher culture,’’ by 1933 the percentage had risen to 48.1. 
This fact, together with the progress in education which 1s 
now occurring in Eastern Europe and the Near East, 
may have important consequences in strengthening the 
tendencies to assimilation. 

Dr. Ruppin has much of interest to say on the occupa- 
tional distribution of the Jews and of the part they play 
in the economic life of the peoples among whom they live. 
He brings out the tragic fate of the older generation of 
Jews in Soviet Russia, hundreds of thousands of whom 
were utterly ruined owing to their inability to adapt them- 
selves to the new conditions. He also shows that, while the 
economic crisis in America has hit the Jews hard, there 1S 
no reason to doubt that their position will improve with the 
general revival of trade. On the other hand, the ae 
in the economic position of the Jews which has occurre 
in Germany and Poland is to be traced to a change in the 
structure of the national economy caused by the growing 
nationalisation and syndicalisation of many trades and by 
the extension of co-operatives. It consequently presents 
a problem the solution of which cannot now be foreseen. 
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It is clear from Dr. Ruppin’s work that the Jewish people 
are now faced with a crisis of unexampled severity. The 
period of mass migration is over; and apart from the rela- 
tively small numbers emigrating to Palestine, the Jews must 
solve their problems in the various countries in which they 
are now settled. Will the American Jews who form the 
largest unit in world Jewry manage to survive as a distin- 
guishable cultural group, or will they, now that the older 
traditions are no longer reinforced by immigrants from 
Eastern Europe, become completely Americanised? What, 
again, is to be the effect upon the survival power of the 
Jews of the rapid assimilation now going on in Russia, 
hitherto a most important reservoir of Jewish energy and 
vitality? Will the efforts of the Zionists to revive the 
Jewish people in the land of its fathers, even though they 
succeed beyond their present hopes, suffice to bring about 
a measure of national reintegration outside Palestine? 
These questions none can answer at present, but anyone 
who wishes to tackle them seriously will derive help and 
illumination from Dr. Ruppin’s book. 


KNUT WICKSELL* 


PROFESSOR RosBINS has done good service in editing an 
English translation of Professor Wicksell’s Lectures on 
Political Economy. This, the first, volume—and we hope 
that a second will follow—comprises the whole of Professor 
Wicksell’s Lectures (originally published 1gor), less that 
section dealing with Money, together with two critical 
reviews, one of Professor Cassel’s famous Theory of Social 
Economy, the other of Dr. Akerman’s Realkapital u. 
Kapitalzins. 

Professor Wicksell holds a high place among economists. 

He belongs to the small class of those who have assisted in 
that reconstruction and restatement of the foundations of 
economic theory which has taken place in the last, shall we 
say, Sixty-three years. Two main reasons why such recon- 
struction was necessary may be mentioned. One was the 
discovery and general acceptance of the fact that the 
“marginal ’’ principle was much more widely applicable 
in economic analysis than was formerly suspected. The 
second was the gradual recognition that the classical system 
unwarrantably presupposed certain factors in the situation 
to be constant, and that at many points constants must be 
replaced by variables. The consequent development of 
thought had more than one effect. On the one hand, 
there was an immense improvement and clearing up; the 
theoretical system became much more coherent and logical. 
But, on the other hand, recognition of the interdependence 
of the various elements in the system made it much more 
difficult to expound it clearly in literary language. More- 
over, the limitations of pure theory and the difficulty of 
deducing cut and dried conclusions of practical applicability 
were better understood. Economics ceased to be a subject 
which every educated man could master with a little effort. 
It ceased, moreover, to offer clear-cut recipes. The labour 
of understanding became greater and the proffered fruits 
less attractive. The economists themselves—among whom 
cannot unfortunately be included the main hordes of 
economic writers—acquired a more substantial basis of 
authoritative doctrine than they had had before, but were 
debarred by its nature from their old habit of propounding 
dogmatic maxims of action. Advocates of conflicting ex- 
pedients could no longer be checked by reference to a rule 
of right advanced by economists of standing, and in conse- 
quence the economists who should have been given credit 
for their recent advance were supposed to have lapsed into a 
state of discord and confusion. 
_ Professor Wicksell was concerned with expounding the 
ner core of theory. The Lectures are written with a 
sobriety and modesty that must delight the scholar’s heart. 
He eschews claims to originality or novelty, he writes simply 
and without ornament, he is determined to tell the reader 
the truth, as best he can, without pretentiousness or fuss. 

Formally the Lectures cover the whole of Economic 
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Theory. But the reader used to Marshall’s Principles will 
have an acute sense of incompleteness. For instance, there 
is no mention, except by parentheses, of the relation of the 
long to the short period. Of profit there is nothing except a 
demonstration that in competition there is no residual profit. 
‘“ Marshall, in his Principles,’’ he writes, ‘‘ has endeavoured 
to set up a fourth class of agents of production . . . namely 
organisation . . . The new agency thus introduced, unlike 
the old, lacks quantitative precision, except in some special 
cases. Such a case would arise when organising talent or 
technical discovery is incorporated in certain individuals of 
outstanding gifts or specialised education. But in that case 
‘ organisation ’ cannot be distinguished from ‘ labour.’ ”’ 
So much for organisation. Of the part played by entre- 
preneurial ability and the co-ordinating function and the 
relation of these to the size of firms in the long and short 
periods, of risk and uncertainty, there is nothing. Pro- 
fessor Wicksell has some good things to say on decreasing 
and increasing returns, of very modern flavour; but his 
remarks on these are mainly subordinate again to the 
demonstration that there are no residual profits. 

Indeed, the whole book has the appearance rather of a 
series of brilliant essays than a systematic treatise. In 
systematising power Professor Wicksell seems deficient. Not 
that this implies a lack of synthesising power—quite the 
contrary, as Professor Robbins rightly claims. No one 
excels him in grasping the interconnection of theories, 
whether belonging to diverse parts of the field or advanced 
by diverse writers. One of his most valuable qualities is his 
clear grasp of the substance of the old classical theories. 
which he summarises with masterly relevance, and to which 
his modest and scholarly habit of mind allows him to assign 
their due importance in the development of the subject. In 
this he resembles Marshall. But he has not succeeded in 
translating his own coherent system of thought into a 
systematic treatise. 

It must not be supposed that the Lectures consist of a 
series of original contributions to the subject loosely strung 
together. On the contrary, his main purpose seems to be 
expository. He takes a few subjects, of central importance 
certainly, to which he has devoted much thought, and 
strives to present them in a way which will be absolutely 
cogent and correct. He is not presenting new solutions, but 
mainly restating established solutions in a form that will 
re-solve apparent conflicts and be immune to logomachistic 
critics. In doing this he throws out any number of original 
ideas on minor points. 

The reader will not find in this volume a systematic 
treatise; he will not find doctrines of substantial importance 
that Marshall was too early to embody in his Principles. 
Will he find superlative clarity? Not eventhat. It must be 
confessed that though Professor Wicksell has the right spirit 
and intention, he has not those pre-eminent gifts of style 
and imagination which are required for the clear literary 
expression of these complex ideas. What will he find then? 
He will find new and sound methods of approach to various 
important topics. He will have the sense of security of 
being in the hands of a safe guide who knows the ground 
thoroughly, who will not lure him on by false prospects or 
endeavour to beguile him with fabulous tales of his exploits, 
who will show him many interesting and peculiar things by 
the wayside, who will speak with truthfulness of the great 
exploits of others. 

There is little in common between this temperament and 
that of his compatriot, Professor Cassel. And it is not sur- 
prising that his verdict on the latter as an economist, de- 
layed till late in the life of both, is on the whole hostile. It 
appears as an appendix to this volume and is a welcome 
draught of humanity coming at the end of a well-conducted 
journey through somewhat arid country. The great and 
distinguished gifts of Professor Cassel are widely known. 
Like Marshall, he has tried to retrieve modern economics for 
the general reader. He has outstanding gifts qualifying him 
for this task. Moreover, his magnum opus, though falling 
far short of Marshall’s Principles in this respect, has claims 
to.be considered as a systematic treatise. But of his fabulous 
exploits we hear much, and of the great pioneer work of the 
earlier economists little appreciation or understanding, and 
of the more recent little recognition. Wicksell felt it incum- 
bent upon him to register in a dignified way, but not with- 
out a touch of malice, the protest of a seeker after truth. 











GERMANY TO-DAY 


Tut spate of books on Germany continues unabated. Of 
the five here reviewed, all are written by bitter enemies of 
the regime, three by Communists, one by an English 
Liberal who found it necessary to make a public recanta- 
tion of his previous pro-German attitude, and one by Otto 
Strasser, who in 1931, finding the Nazis not Socialist 
enough for his taste, left the Party and founded the Black 
Front. All five must therefore be regarded as propaganda 
and read with every possible caution. 

‘ Berlin Diaries ’’ purports to be the jottings of a Ger- 
man officer still in Berlin. How he contrives to retain his 
position in spite of these sensational descriptions of dinner 
parties with persons in high places, and his disclosures of 
the deadliest secrets of the German Army, is not explained 
by Dr. Klotz. The declared authorship of the book will 
be questioned by many, particularly in view of its ingen- 
uous way of making its fictitious author disparage Social- 
Democracy and express his admiration for the German 
Communist Party of which Dr. Klotz was a member. 
Treated, however, as a work of imaginative fiction, it gives 
a fair picture of the sort of intrigue which may have 
centred round the Papen Government, and its account of 
the Schleicher regime suggests that Dr Klotz has on this 
point obtained some reliable information. 

‘‘ Germany’s Secret Armaments,’’ on the other hand, is 
a book of no value whatever. The fact that Germany is re- 
arming is already common knowledge. But Dr. Klotz’s 
pretensions, all without a shadow of documentary evidence, 
to an acquaintance with the details of this re-armament, 
will convince nobody, particularly since he has left as it 


“ Berlin Diaries.” (Ed.) Helmut Klotz. Jarrolds. 18s. 

“Germany’s Secret Armaments.”” By Helmut Klotz. Jarrolds. 

“Germany Unmasked.”’ By Robert Dell. Martin Hopkinson. 
5s. 

“The Reichstag Fire Trial.’’ The Second Brown Book of the 
Hitler Terror. John Lane. 7s. 6d. 

““Sonnabend, Juni 30.” By Otto Strasser. 


(Prague) Grunow. 
10d. 


SHORTER 


MONEY AND FINANCE 


** The Financiers and the Nation.’’ By the Rt. Hon. Thomas 
Johnston. Methuen. 201 pages. 5s. net. 


On the lines of a film, with a pen steeped in acid, and in a 
trenchant, staccato style, Mr Thomas Johnston, Parliamentary 
Under-Secretary for Scotland, and then Lord Privy Seal in 
the 1929-31 Labour Government, has written a chronique 
scandaleuse of financial rogues, swindlers and fleecers of the 
poor investor. That the more modest investor can be so 
gulled as to provide such a chronicle of financial impropriety, 
the author ascribes to the system which has prevailed since 
the Napoleonic wars, whereby company promotion is made 
so easy a method of fleecing the uninstructed investor. What 
strikes the reader most from Mr Johnston’s narrative is not 
the author's invective against the “‘ system,” nor his surprising 
moderation when it comes to discussion of proposed 
remedies, but the attractiveness of the financial blackguards 
—'‘‘ the Prince of Darkness is a gentleman ’’—and the chronic 
credulity of the gull. Much of Mr Johnston’s analysis of 
the piling up of the National Debt in the war is in the nature 
of too much protesting against a kind of perpetual bankers’ 
ramp. The hot pace of Mr Johnston’s narrative seems to 
slacken to a vague dawdling when it comes to a real examina- 
tion of the measures to prevent the continued fleecing of 
investors—nationalisation of the Bank, National Investment 
Board, Post Office cheques, short-circuiting of the money 
market and Big Five for industrial financing—these would 
prevent, in the author’s view, both the need for nationalising 
the Big Five and the continued rake’s progress of the fleecer. 

But Mr Johnston’s book should be read. His “ shots’ of 
the big rogues are remarkably well done. The story of 
Bottomley includes the highly diverting event when Bottomley 
paid Bigland to arrange a “ libel suit’’ with one Greaney, 
who was to publish a libel of Bottomley and then “ cave in” 
in the courts. Unfortunately, Bottomley was sued by Bigland, 


long after winning his case against Greaney; and the whole 
story came out, to the amazement of the judge in the later 
case, who had actually awarded Bottomley £500 and costs in 
the earlier case—damages which Bottomley paid himself by 
the route Bigland-Greaney. 
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stood a chapter on the relations of the S.A. and the 
Reichswehr, whose falsity has already been demonstrated 
by the events of June 30th. Dr. Klotz apparently considers 
it a dastardly crime for the German General Staff to do what 
it is paid to do and what every other General Staff is 
doing, prepare for war; and he produces no evidence for 
his assertion (which may very well be true) that the German 
Government is now planning an aggressive ‘* war of sur- 
prise.’’ The vital issue of the political alignment of the 
Reichswehr and its attitude to the Nazi Party is never 
even touched upon. Such books as this and Mr Dell’s 
emotional recantation will do little good to the causes they 
set out to further. ; 

It is a relief to turn to the last two books on the list. 
Apart from a few pages of rhodomontade at the beginning 
by Dimitrov, the second Brown Book is of some historical 
value, and the trial is vividly described. But it is still a 
considerably inferior book to Mr Douglas Reed’s recent 
‘“ Reichstag Fire Trial.”’ 

Herr Otto Strasser’s pamphlet, on the other hand, is a 
valuable document which any student of modern Germany 
should at once obtain. Besides a very plausible reconstruc- 
tion of the events leading up to June 30, 1934, it includes 
the first account of the negotiations between his brother 
Gregor Strasser and General von Schleicher in 1932. Herr 
Otto Strasser asserts that the facts here described were re- 
lated to him by his brother, and if this is true, we have a 
detailed account of the one moment when there. was a 
chance of defeating the Nazis and strengthening the posi- 
tion of Social-Democracy in Germany. The Schleicher- 
Strasser plan, however, according to Herr Strasser’s 
account, was baulked by the intrigues of Papen and Hin- 
denburg, who wanted to give Hitler a a shadow power and 
then push him aside. This pamphlet, and also an earlier 
work of the same author, ‘‘ Ministersessel oder Revolu- 
tion,’’ should be in the library of anyone interested in the 
backstairs history of National-Socialism, without an under- 
standing of which Herr Hitler’s success must remain totally 
inexplicable. 


NOTICES 


We imagine that few will question the need for reforms in 
the financing of enterprise which will, as far as possible and 
more than at present, safeguard investors, and save the nation 
its waste of savings upon plausible rogues’ incomes. For 
the ‘‘system’”’ as we know it, the popularity accruing to 
Mr Roosevelt in his assaults upon Wall Street is significant. 
The time when investors and savers formed a close social 
corporation has passed; and to-day we are all—or nearly 
all—savers and voters. 








‘* Money, Foreign Trade and Exchange from a National Point 
of View.”’ By H. J. Welch. Allen and Unwin. 152 
pages. 4s. 6d. 


Mr Welch deals in this short book with three groups of 
problems: the nature of money, particularly bank money, 
and the problem of its “ creation’’; the foreign exchanges, 
with special reference to the question of international lending 
and borrowing; and the gold standard controversy. The 
last of the three sections is clearly and attractively written, 
but it contains nothing new except the suggestion, which 1s 
not elaborated, that an Exchange Bank of England should 
be founded to take over the Exchange Equalisation Account. 

The middle section is the most valuable. Mr Welch puts 
the case for the freedom of international trade with the greatest 
common-sense, but with moderation. He _ recognises, for 
example, that international lending is not an unmixed blessing. 
Indeed, he would limit it to loans made “ specifically for the 
construction or making of permanent assets or improvements 
which are likely to be so beneficial economically to the borrow 
ing nation as to make it possible for such nation to export in 
future years more than it imports to the extent of the interest 
and amortisation payments required by the loans.”” This 
undoubtedly sound doctrine; but it is a pity that Mr W elch 
did not indicate how he thinks such loans can be encouraged 
whilst the exchanges fluctuate. _—s 

The first section of the book undoubtedly detracts serious!) 
from the merits of the later chapters, for it contains only ¢ 
few sound points surrounded by a great deal of nonsense. 
Mr Welch does not believe that, in the words of the Macmillaa 
Committee, “the bulk of (bank) deposits arise out of the 
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action of the banks themselves.”’ But in arguing against the 
theory of “‘ credit creation ” he spends most of his time denying 
what no one has ever asserted. Tor example, the making of 
joans does not always increase deposits, but only when other 
things (e.g. investments) are equal. Nor has anyone ever 
said that the banks can increase their own deposits without the 
consent of the public. Obviously, if they can get no one to 
take their advances or to sell them investments, they are 
jowerless. But the banks take the initiative, nevertheless. 

Mr Welch fails to notice that every one of the arguments 
he advances to prove that the banks’ assets are limited by 
their deposits could be used to prove that their deposits are 
limited by their assets. He does, however, observe the dilemma 
that if he denies the “ creation’ of deposits he must explain 
where they came from, but his explanation, that the present 
total of deposits represents the past savings of the community, 
confuses the entirely separate concepts of money and income. 
Indeed, he does not seem to have a clear idea of what he 
means by money, for he frequently makes statements to the 
effect that money is “‘ that portion of the wealth belonging to 
the public which they in their discretion desire to keep in 
fluid form’’; but this is the value of the money stock of the 
community. The confusion between the quantity of money, 
which is determined, pace Mr Welch, by the banks, and its 
value, which is determined by the public, runs right through 
his analysis. 





‘‘§ommes-nous sur la Bonne Route ? ”’ 
(Paris) Payot. 198 pages. 12 frs. 


The new book by the French Minister of Finance, which 
includes reprints of several articles and official reports, is a 
description of financial events in France during the last four 
years. The first chapter contains a critique of devaluation (or 
inflation) and a defence of deflation. This is the only theor- 
etical discussion in the book. The rest is devoted to M. 
Germain - Martin’s experience of practical finance, and it 
constitutes an invaluable handbook for the student of French 
public finances. Of particular interest is the thorough analysis 
of the much-talked-of ‘‘ self-multiplication ’’ of public expendi- 
ture, the origin of which can be traced back to the pre-war 
period, as well as the detailed description of the activities 
of the Treasury since 1930. 

There is no little dramatic value in the history of a people 
which came out of the inflation crisis with prosperous public 
finances, and for a few years did not feel the full weight of its 
fiscal charges, thanks to the upward business trend, and 
perhaps also because the burden of direct taxes was carried 
only by a limited number of citizens. When the redundant 
Treasury figures became known, generous appropriations were 
continuously made until the long delayed tax reductions were 
finally carried out (at the beginning of 1930). But it was 
too late, and the period of deficits had already begun. Equally 
dramatic is the struggle of successive Finance Ministers to cope 
with automatically increasing credits while expenditure climbed 
the hill automatically. 

The last part of the book describes the events of the spring 
of 1934, including the adoption of the economising decree-laws. 
It is argued that these were unavoidable. That they have 
succeeded in entirely wiping out the deficit appears much less 
certain, especially when the increased expenditure foreseen 
lor 1935 are considered. M. Germain-Martin’s volume was 
published too early to include a forecast of the effect of the 
“fiscal reform’”’ on budgetary receipts, but the ostensible 
objects of the ‘‘ reform” are fully set out, and M. Germain- 
Martin’s critique of the present fiscal system of France will 
certainly be approved in French financial circles. 

The question whether the fiscal reform measures were in 
fact a ‘‘ class’ measure is hardly considered by M. Germain- 
Martin, although one of them (that tending to lower the 
«xemption limit for income-tax) was eventually withdrawn in 
face of opposition in the Chamber. Students of French public 
inance will also regret that among the numerous and valuable 
Suggestions which the present Finance Minister offers his 
téaders, and in spite of the interesting figures which he has 
compiled, no hint is made of the importance of publicity 
i public finance. In this matter the tradition ot French 
officials seems to remain strongly in favour of secrecy. 


By Germain-Martin. 





“The Economics of Consumers’ Credit.” By Ferdynand 
Zweig. P.S. King and Son. 112 pages. 5s. 

Dr. Zweig discusses with great clarity the merits of those 
*xperiments in advancing credits to consumers that have been 
Made in recent years, especially in Germany and America. 
He limits “‘ consumers’ credit ” to mean the financing of the 
purchase of durable and movable consumption goods such as 
Motor-cars and gramophones. He admits that consumers’ 
credit ‘‘ creates a possibility of raising the standard of con- 
‘umption amongst the masses,” because the worker may by 
this means be able to pay from his earnings for ‘‘ a higher 
type of durable goods’’; this ‘‘ enables the manufacture of 


these goods on a large scale and lowers the cost of production, 
which makes a higher consumption still more accessible to 
the people.” But on examination of actual examples in 
Germany Dr. Zweig concludes that the costs of financing 
consumption are very high “ owing to the large number of 
defaulters and heavy overhead charges.”’ 

On a long view, Dr. Zweig correctly points out, consumers’ 
credit must depend on the platitude that “ to save all goods 
for the future may be just as harmful to both the individual 
and the community, as would be the immediate consumption 
of all goods at present.” In other words, there is an optimum 
proportion between saving (accompanied by corresponding 
investment in goods and plant) and consumption. Dr. Zweig 
draws the odd conclusion that consumers’ credit is only of 
real benefit where the masses have a high income. A more 
logical result of his own argument would surely have been that, 
as consumers’ credit checks over-saving (and over-investment 
in plant), it is for that reason appropriate where urgent needs 
require immediate satisfaction. 

Dr. Zweig’s analysis is not profound nor altogether satis- 
factory, but his conclusions are well-informed and cautious. 
He rightly condemns projects of wild inflation masked under 
the name of extending consumers’ credits, but he does not go 
sufficiently far into monetary or banking theory, or the theory 


of wages, to define the extent to which such an inflation is 
safe. 


** Histoire du Travail et de la Vie Economique.’’ ‘ Le Credit.’ 


a — Baudin. (Paris) Fernand Aubier. 264 pages. 


The first book of a new “ serie de vulgarisation économique,”’ 
this general survey of credit omits theory and confines itself 
to history and fact. The book has four sections. Three deal 
with the nature of credit, its technical and historical develop- 
ment, and its great expansion throughout the nineteenth 
century. The concluding section is an up-to-date study of 
the present crisis. The book has the format of a French novel, 
and it is a great feat of clarity to survey such a wide field in so 
limited a space. M. Baudin’s information is extensive and 
accurate. He belongs to the ‘‘ orthodox ”’ school of monetary 
economists, which remains very strong in France. The 
conclusion of his essay contains a warning to those who 
‘experiment ’’ in economics that an expansion of credit 
which is not regulated by common sense and moderation, and 
a due regard to moral integrity, leads to disaster. Mr 
Roosevelt must beware ! 





TRADE AND INDUSTRY 


** International Combines in Modern Industry.”’ 
Plummer. Pitman. 7s. 6d. 


Dr. Plummer has added a very lucid book to the existing 
literature on cartels and combines. Following closely upon the 
lines of Liefmann, Macgregor and Fitzgerald, Dr. Plummer 
brings the story of the various combines up to 1932, and has 
therefore been able to describe their experiences during the 
crisis. Although nobody will find fault with the story, many 
will question Dr. Plummer’s theoretical premises and con- 
clusions. He believes that the two classical economic assump- 
tions of free competition and scarcity no longer hold good. 
Competition is rapidly disappearing, and the world is no longer 
suffering from scarcity, but oppressed by abundance. Cartels 
and combines are the result of organised economic planning 
to remove from the world the curse of plenty. 

But to assume that free competition is disappearing because 
competition within certain industries has declined is logically 
indefensible, and the statement that the world is suffering 
from abundance is a confusion of terms. It is true that 
combines and cartels have tended to diminish competition 
between their members, but from this it in no wise follows 
that an increasing percentage of total trade turnover is now 
handled by trusts. Nor does it follow that members of com- 
bines have ceased to bid independently for the factors of 
production or that there exists a widespread agreement 
between combines to exclude price considerations in the 
exchange of their products. Moreover, abundance only 
exists to-day in the sense that supply, at certain artificially 
maintained prices, exceeds demand. 

Although Dr. Plummer clearly realises that certain cartels 
and combines founded to maintain uneconomic prices have 
miserably failed, he does not draw the obvious lesson that 
‘abundance ’’ is solely a question of price. In using the 
words “cartels’’ and ‘‘ combines’ almost indiscriminately 
in the general chapters, he also tends to confuse the question 
of the effects of cartels on consumers and wage-earners. There 
is nowhere a discussion of the distinction between transferable 
and non-transferable goods and services such as, for instance, 
dyestuffs or the supply of gas, nor does it appear clearly that 
in so far as combines and trusts enjoy monopolistic or quasi- 
monopolistic positions, they can only be maintained with the 
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help of State protection. No international agreement between Article X, difficulties of defining the aggressor, treaties ang out the 
manufacturers or producers in a free trade area could possibly —_ their alteration, and minorities. ideal ; 
maintain prices at uneconomic levels, however strong their It is interesting to observe that Sir John provides a good imperia 
capital resources. Under conditions of free trade there would defence for those who want to alter the “ unanimity ”’ require. nations. 
always be capital available to produce substitutes, and there ment for most League decisions; and he has a very pene. realism 
would always be a chance for labour to find employment _ trating section on the working of the Council in disputes. Ip Adam 
elsewhere. It cannot be denied a priori that cartels ruled by four appendices are given President Wilson’s fourteen points, inspire 
omniscient geniuses might organise the world better than a the Covenant in the French and English texts, the Kellogg best po! 
swarm of small business men proceeding slowly by trial and Pact text in the same two languages, and a brilliant piece of He sl 
error; but the history of cartels, particularly in the State- analysis from the author’s pen, reprinted from the Cambridge to remd 
planned countries, does not lead one to believe that life would Law Journal, on ‘‘ The Covenant of the League of Nations and contine! 
be better in the cartellised world for which Dr. Plummer seems War.”’ Sir John’s book should be closely studied by all who The Na 
to hope so ardently. But, however much one may question desire to have that more than nodding acquaintance with of trade 
Dr. Plummer’s theories, his book may be recommended as League questions which is called for in these days of inter. provide 
an excellent study of the facts. national contention over the League’s functions. export 
outlet, 
ee 9 } 7 Ps 
ce gee” MM ay APT! lato Foie Ta Hey Paton Rew 
441 pages. 18s. net. Publication No. 18. N.F.R.B. and Gollancz. 26 pages. perman 
Mr Watkins’s book is one in which the gold has to be carefully : : F af It is 
sifted from the dross. Let it be said at the outset that there The international section of the N.F.R.B., under the chair- the Ott 
is gold in it, and that it is worth the sifting. But lack of manship of Mr Leonard Woolf, has here put forth a cogent and not 
experience, or intuition, in the making of books has caused examination of the present conflicting policies for peace and This ad 
Mr Watkins to include much material irrelevant to his main Security. The writers are under two sombre shadows: the §j rightly 
theme, and to labour points not only to the conviction but threat of Fascism to Labour, arising from a failure of dis- effort te 
often to the exhaustion of the reader. With greater skill] _ 4™mament and a relapse into nationalistic policies, and, in J that of 
his book could have been reduced to half its size and sold— the second place, the threat to world peace exerted by Nazi Jj For by 
even with all the excellent illustrations retained—at half-a- Germany. The latter shadow is not so apparent, but its investm 
cuinea. influence is unmistakable. Indeed, it has manifestly effected favoura 
~ The half which would have been left would be well worth Kind of volte face in British Labour circles already—witness 
close reading by all interested in coal. But it would be of the recent T.U.C. decision on the question of a general strike “ Quots 
unequal value. Mr Watkins has attempted an economic and 0 prevent war. The present pamphlet courageously admits 











social study of the British and American coalfields. The that its policy may split the Labour Party, or that voters = 
spectator of a perplexed industry is not likely to be greatly ™@y not ratify it, but honestly faces the issue. The next 
helped on the economic side, not because the book is erroneous, Labour Government, according to the authors, should have a It is 
for such occasional mistakes as it contains are natural and threefold foreign policy. This policy is as follows: (1) Com- @j ments ; 
easily detected, but because the scene has shifted so rapidly pulsory judicial settlement of disputes; (2) precise definition Jj just as | 
since Mr Watkins first took pen in hand. As a Fellow of the Of aggression; and (3) collective aid to aggressees and col- @ and Le 
Rockefeller Foundation, he spent the years 1928 to 1930 in lective sanctions against aggressors. respect 
the United States studying its coal industry. But the rapid To achieve this, the Labour Government would have to get Jj Ottawa 
changes in American industry since 1930 makes superfluous 4" agreement between States to adopt these heads, and would, quota 
much that Mr Watkins has written, even when in footnotes an ‘{urtther, have to get the voters in this country to back the @ that su 
attempt is made to bring the subject to the present day. policy. The authors state that in the present situation, J he was 
On the social side, however, Mr Watkins’s book is invaluable. probably such a Labour Government could only secure the @ interpre 
It is, indeed, the only book which compares at all adequately agreement of the democratic States, but they say it would drive, ¢ 
the social life of British and American miners. Mr Watkins, be preferable (a) to split the League and start again if there and its 
who is a travelling lecturer in economics for the Glamorgan 35 2° alternative way to reach a truly collective security and lan 
County Council, knows intimately the miners of Great Britain, System; and (6) it is possible to start the truly collective that ha 
and especially of South Wales; illuminating extracts from his S@curity system now, by agreement between only such League ff least. 
pupils’ essays are an interesting feature of his book. He has States as will agree to the above three heads. What the @ the Ott 
also lived for long periods among the miners of the United authors do not consider is the reactions upon Imperial relations §j and thr 
States. The comparison is very favourable to Great Britain. which such a European policy of a British Government would recover 
The British miners are a compact, well-organised body. ¢®tail. Moreover, they do not seem to have worked out Britain 
Though they are still seeking holidays with pay, the Miners’ what degree of rearmament might be involved for this country with lo 
Welfare Fund, with provision for pithead baths, recreation U®der a Socialist Government, if the country became head of ij ome 
and scholarships for them and their children, has immensely @ small ‘security group, while Italy, Germany, and their And Tes 
improved their condition. The American miners are drawn  SAtellites ““ kept out.” But the pamphlet is a timely an¢ @ countric 
from almost every race under the sun, and nearly every attempt {rceful piece of work. 7 With 
to overcome their natural centrifugal tendencies by unionisa- action | 
tion has been fiercely, even murderously, resisted. Company ‘‘ Per la_ Ripresa_dell’Esportazione.’”? By Oeconomicus. —the st 
housing puts many of them hopelessly at the mercy of their (Castello) Societ&é Tipografica ‘‘ Leonardo Da Vinci.” @ “20m 
employers, and Mr Watkins has no difficulty in setting in its Seven pages. Zen 
proper perspective the nominally high wages which they have In a recent article Senator Agnelli declared that certain _* 
received. ane a ; imports are essential to Italy, that these imports must be paid @j 4, per 
On all such questions Mr Watkins is an admirable and for with exports, that Italian costs cannot be reduced to 4 in th ~ 
sympathetic guide. This side of his book more than outweighs competitive level, and that hence exports must be subsidised be Ste 
all the defects noticed above, and makes it well worth close by means of special duties on imports. That is, in order to minhiy 
study. maintain certain essential imports it is necessary to discourage @ ,., ed 
the importation of these very imports. This paradoxical liberal 
THE EUROPEAN SCENE position is disputed by Oeconomicus, who points out that based j 
S further duties on imports will reduce both imports and exports. experie 
‘* Some Aspects of the Covenant of the League of Nations.” In order to increase exports he therefore proposes an exactly Bj ata. 1. 
By Sir John Fischer Williams. Milford. 317 pages. opposite course: an increase of imports to be effected by 4 Ned fc 
10s. 6d. net. reduction in import duties. Provided that Italy acted first, Ottawa 
Political constitutions are hard to analyse, and hard to make other countries would in turn take more of Italy’s exports. freein . 
into good reading. But Sir John Fischer Williams, in de- If only this attitude prevailed generally in official circles, We ion 
scribing the birth of the Covenant of the League, and in might look forward to an early recovery in world trade. The “i 
analysing, with altogether exceptional clarity, the Articles of temporary fall in the lira which would accompany an expansion Austral 
that Covenant and their implications in international affairs in Italy’s imports would not, the writer adds, produce inflation. interest 
since the war, has contrived to give us a book which is not the Cor 
only very well written but holds our attention throughout. ‘special 
Sir John contrasts the idea of a League of Nations with that IMPERIAL ECONOMICS ther y, 
of the Holy Alliance at the beginning of last century; refers oa ' . il 
to Theodore Roosevelt's speech in 1910 on a “ League of Imperial Economy and Its Place in the Formation ‘ 
Peace’’; and describes the different attitudes in 1918 and Economic Doctrine. 1600-1932.” By C. R. Fay. Indu: 
1919 to the League idea. After discussing the general scheme Milford. 151 pages. 6s. Mu 
of the Covenant and describing the organisation of the League This book consists of the six Beit lectures delivered at In th 
and the Permanent Court of International Justice, Sir John Oxford in 1933 by Dr. C. R. Fay. Adam Smith was willing, @Mr My 
comes to the main features of the book in an examination of Dr. Fay points out, that the American colonies should leave @ and hj, 


the prevention of war by the League, interpretations of 


the Empire if this was necessary for their freedom to cary 
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out the experiment of an agricultural system after his own 
ideal; ‘“‘ but he (Adam Smith) pleaded passionately for 
imperial partnership in what we call now a commonwealth of 
nations.” Dr. Fay attempts to apply the same economic 
realism and the same broad spirit of liberal Imperialism as 
Adam Smith, but he is lacking in a conclusion that would 
inspire him with the same unity and restraint of style. His 
best points are made incidentally. 

He shows for what good reasons our island Empire tended 
to remain an island Empire when disease combined with the 
continental climate as the chief obstacle to empire-builders. 
The Navigation Acts were workable only so long as the triangle 
of trade between Britain and America and the West Indies 
provided adequate markets for each party to it. When the 
export of provisions to the West Indies was not a sufficient 
outlet, evasion, smuggling and unrest brought revolt to the 
American colonies; but Canada’s staples, especially furs, and 
later lumber, wheat and nickel, bound her more firmly and 
permanently to the Mother Country. 

It is surely mere optimism to hold, as Dr. Fay does, that 
the Ottawa and other recent trade agreements are progress 
and not reaction because they are a step towards “ planning.” 
This advantage scarcely outweighs the defect which Dr. Fay 
rightly exposes. ‘‘I especially lament,’’ he writes, ‘ the 
effort to correct the trade account of Imperial England with 
that of each small foreign country by economic force majeure. 
For by our own strength in shipping, finance, and overseas 
investment we create a situation in which the so-called un- 
favourable balance of trade is natural and normal.” 





“Quotas or Stable Money? Three Essays on the Ottawa and 
London Conferences, 1932-33.”? By E. O. G. Shann. 
Angus and Robertson. 3s. 6d. net. 


It is a tribute to Professor Shann’s acumen that the argu- 

ments advanced in these three essays over a year ago have 
just as great a relevance to-day as they had when the Ottawa 
and London conferences were fresh in retrospect. In one 
respect they are even more pointed, for the interval since 
Ottawa has witnessed elaborations of the policy of trade 
“quotas ’’ which at the time could only be suspected. Not 
that such a development can have surprised Professor Shann ; 
he was present at Ottawa and is ready with no ambiguous 
interpretation of what that gathering portended. The main 
drive, as he observed it, came from the British delegation, 
and its real aim was a “‘ sheltered market for British farmers 
and landlords, as well as for British industrialists.’’ Nothing 
that has happened since weakens this opinion, to say the 
least. On balance, perhaps, ‘‘ good may yet be won”’ from 
the Ottawa tariff manipulations. But in the Ottawa quotas 
and threats of quotas there is no economic basis for the general 
recovery which Ottawa was acclaimed as heralding. Great 
Britain may by this policy strike a new internal balance, 
with lower standards of living, but diminished consumer’s 
come can only bring the prospect of still stricter quotas. 
And restriction has certainly no attractions for the exporting 
countries. 
_With some sarcasm, Professor Shann traces the contra- 
tiction inherent in both the Ottawa and the London conferences 
~the search for means to raise the price-level, the pursuit of 
‘conomic nationalism. Neither conference discovered a way 
a reconciliation, and at both it was economic nationalism 
which won. Australian policy, it is suggested, has consistently 
ven aware of the contradiction and has only opposed restric- 
ton, either of the Ottawa or the wheat agreement type, 
the absence of assurance that the general price level could 
% raised in this way at all. The contradiction still persists, 
totably in British policy. How is it to be resolved? We 
#e invited to consider the strong chances that after all the 
dberal principles on which British financial leadership was 
‘aed in the past will in the end predominate; that the 
‘Xperience gained in the regulation of the sterling exchange 
ater 1931 will be brought into accepted use; and that the 
teed for stable (and higher) price-levels admitted at both 
/ttawa and London will lead away from autarky to a slow 
teeing of trade, beginning with the Anglo-Saxon bloc, 
through a growing technique of credit control. 

But there is meanwhile a hardly avoidable course for 
Australia : the more Great Britain tends to forsake the 
uterests of her world trade and investments, the more must 

¢ Commonwealth establish itself in the markets still open, 
Specially in the Far East. This is a view corroborated by 
ther voices than Professor Shann’s, and by events as well. 





“Industrial Policy of India.”? By C. N. Vakil and M. C. 
Munshi. Longmans Green. 266 pages. 9s. 


In their ‘‘ Industrial Policy of India,” Professor Vakil and 
t Munshi continue the task, outlined by Professor Vakil 
ad his collaborators in an earlier volume (“ Growth of Trade 
id Industry of Modern India’’), of analysing the economic 





condition of India and discussing the policy that should be 
pursued in various economic spheres. The problem of Indian 
industrial development is here discussed with special reference 
to the customs tariff. The authors deliberately avoid the 
theoretical aspect, and start from the assumption that protec- 
tion is inevitable. The main theses are that the goal of indus- 
trial development is ‘‘ maximum production with a view to 
increase the national dividend and to raise the standard of living 
of the people of the country concerned ”’ (although it is not 
demonstrated how protection can promote these ends); that 
rapid industrialisation is desirable to ‘‘ relieve the pressure of 
population upon agriculture,’’ diversify employment and lead 
to a better balanced economic organisation; that the existing 
‘‘ Discrimination Protection”’ is quite inadequate; and that 
both the principles and machinery of the Indian Tariff System 
need drastic overhauling, so that protection may be made 
“‘comprehensive, prompt and effective.” 

Having surveyed the development of the Indian Tariff 
System and made suggestions for an industrial policy for India, 
the authors offer three main criticisms of the existing “ dis- 
criminating protection.” First, it is suggested that the 
conditions laid down before protection can be granted to any 
industry are unduly restrictive. In particular, it is asserted 
that it is necessary to prove the existence of a large home 
market, whereas, industries which may have to depend mainly 
on foreign markets ought also to be stimulated. The authors’ 
idea seems to be that India should attempt to develop any and 
every industry for which she possesses the principal raw 
materials, and it is argued that the existence of a foreign market 
for the raw materials is evidence of the existence of a market 
for the finished products. But surely this follows only on the 
assumption that India has a monopoly of the raw materials, 
and that there are no substitutes ? 

Secondly, it is suggested that in practice ‘ discrimination ” 
has meant “ discrimination in favour of British goods.” The 
authors object strongly to the preference on British cotton and 
steel goods, and to the Ottawa preferences, and appear to think 
that preference is incompatible with protection. On the other 
hand, they advocate reciprocity, and it is suggested that 
Imperial preference would be innocuous if it arose out of treaty 
bargaining. Do they not really object to the way in which 
preference has been introduced rather than to the principle ? 
Thirdly, it is suggested that the Tariff Board has been dilatory 
and unsatisfactory in various other respects, and sensible 
suggestions are made for its reform. 

The rest of the book is devoted to a study of the technique 
of tariffs and tariff methods, including an analysis of the 
systems in force in India and in various other countries. These 
chapters form by far the most novel and stimulating part of the 
book, and include many interesting suggestions, including a 
proposed new schedule of tariffs for India. The latter is well 
calculated to provide a basis for the discussion of the reform of 
the Indian Tariff System which the authors hope and deserve 
to provoke. 





MORE ABOUT PLANNING 


‘¢Plan We Must.”? G. John Stanfield. Hamish Hamilton. 
174 pages. 3s. 6d. 

It is perfectly possible to define clearly what we mean by 
planning, and it is even possible to advance good arguments 
why we should, in certain circumstances, “ plan.”” Mrs 
Wootton, in her recent book “ Plan or No Plan,” has done 
both these things. Mr Stanfield unfortunately does neither. 
One gathers from the title of his book that he is in favour of 
something called planning, but he never clearly tells us what 
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it is, nor why we should adopt it. Indeed, there is really 
nothing in common between the various forms of economic 
policy he discusses besides the catchword “ planning,”’ which 
covers a multitude of schemes, particularly, it seems, those of 
Stalin, Mussolini, Hitler, Mr Elliot and President Roosevelt. 
Nor is any clear argument advanced by Mr Stanfield to show 
why we ought to plan—except the fact that various people are 
alleged to be doing so. 

Two instances will suffice to show the muddled and mis- 

leading character of Mr Stanfield’s arguments. Increased 
productivity he apparently regards as a reason for ‘‘ planning ” 
because, in his opinion, it creates permanent unemployment. 
To prove this, he tells us that “ the Austin motor works now 
employ eight men per car manufactured as against 55 in 1922.” 
He does not tell us (because he does not know) that the Austin 
motor works now employ a total of some 16,000 men as against 
3,000 in 1922! Later, Mr Stanfield is discussing agricultural 
protection, which used to be called taxing the poor, but is now 
called “‘ self-sufficiency ’’ or “‘ national planning.’’ He first 
informs us that Mr Elliot “‘ has grasped more clearly than any 
of his colleagues the implications both of general economic 
tendencies to-day, and of his own share in giving them expres- 
sion.”” On the next page, however, in a surprising burst of 
common sense, he observes that— 
The planning of home agriculture therefore results in a lower standard 
of living—for, whether the increased costs are reflected in rising 
prices or higher taxation, they must be met somehow or other from 
the national income. 

Mr Stanfield then tries bravely to hide his argument from 
the light of this truth by concluding that ‘‘ the development of 
national planned economy will involve a transitional period 
of great distress before the process of adjustment attains a 
measure of balance and stability.” The distress is obvious 
enough, but where the “‘ balance and stability ’’ are to come 
from is not so apparent. 

The arguments in Mr Stanfield’s book are mostly nonsense ; 
but they are dangerous nonsense because they play into the 
hands of Mussolinis, Mosleys, Elliots and monopoly-hunting 
industrialists. 


‘* The Road to Planned Economy.’”’ By W. F. Bruck. Uni- 
versity of Wales. 148 pages. 3s. 6d. 

This series of lectures given by Dr. Bruck in the University 
of Wales, is a history rather than a criticism of economic 
planning. Dr. Bruck tells us explicitly that he is merely 
recording facts and not making economic or ethical judgments. 


The result is an informative and reliable account of “ planning ”’ 
tendencies in Germany from before the War up to and including 


the Nazi Revolution. Population, self-sufficiency and the 
“ cartel’’ problem are each discussed in detail. It is only a 
pity that Dr. Bruck’s rather diffuse and pedantic style makes 
heavy reading of a really very instructive story. 

Particularly interesting and relevant is Dr. Bruck’s analysis of 
the possibility of “ self-sufficiency ’’’ in Germany. He points 
out that ‘‘it is impossible at present to produce more than a 
smallamount of the raw material Germany needs,”’ and that 
“the motor industry,” for instance, ‘‘ is based on iron, rubber, 
textiles, varnishes, oils, all of them being materials which the 
country can only supply in insignificant quantities, or not at 
all.” More important still, various food products “ can never 
be cultivated in Germany ”’ in adequate quantities, including 
not only fruits from the South, but “‘ wheat, milk products and 
eggs.”” The outlook this winter for the long-tried German 
working class is certainly not a pleasant one. 


LETTER TO THE EDITOR 
BANKING POLICY AND STABLE PRICES 


TO THE EDITOR OF THE ECONOMIST 


Sir,—I have noticed that recently your paper has some- 
times seemed inclined to lend its support to a view, which |] 
regard as unsound. It concerns the theory of money; I 
would not venture to write to you on a theoretical subject 
were it not one, views on which are lable, if they become 
prevalent, to seep through and influence public policy in 
important respects. 1 quote an example from your last Book 
Supplement (page 1) : 

The main argument is this: The natural state of affairs in 

a “‘ progressive ’ economy, where money is “ neutral,’’ would be 

a price level falling in proportion to the increase in general 

productivity. Suppose, however, that the banking system, 

in the attempt to stabilise prices, issues a volume of loans greater 
than the volume of savings available, the market rate of interest 

will fall below the equilibrium rate, and “‘ over-investment”’ . . . 


will take place. This may go on while the general price leye} 

is stable. ... This argument would probably not be denieg 

to-day by any but a few economists. 

If there are but few, I am one of those few. But I hope and 
believe that the majority would deny it. You correctly 
observe that this argument results from some very interesting 
speculations of Professor Hayek’s. But in this particular 
matter the argument, I venture to affirm, goes astray. 

According to this reasoning, it is important that the total 
of funds coming into the loan market should not exceed 
the volume of current savings; but if, to keep prices up, banks 
have to make additional loans, total loans will exceed current 
savings, the rate of interest will be unduly depressed, invest- 
ment unduly stimulated and an aftermath of trouble ensue, 
The reasoning is ingenious and plausible, but, unfortunately, 
it leaves out of account one important factor in the situation, 
In the normal course of progress the community will require 
from time to time to add to the value of its holding of cash 
(bank deposits and currency). Now, this means that a 
certain part of its savings (income not spent on consumption) 
does not come forward into the loan market, but is used to 
supplement the value of its holding of money. While, on the 
one hand, the total flow of loans is supplemented by addi- 
tional bank loans, it is depleted by part of the community's 
savings being held off the loan market in order to supplement 
the value of its holding of money. 

Total loans will be equal to savings, not if the banks make 
no loans at all, but if the value of the loans they make is equal 
to the value of savings which people hold off the loan market 
in order to supplement the value of their monetary holding. 
The other view that any bank loans will serve to make total 
loans exceed savings is so unsymmetrical that its advocates 
might well have been led to suspect that some cross-entry 
in their national book-keeping had been omitted. And so, in 
fact, it had. 

Now, it might be objected that if the community learns to 
turn its money over more effectively, it will not need to supple- 
ment the value of its money holding when its real income 
increases. That is perfectly true. But if that happens, it 
follows that the policy of stable prices will not require the 
banks to make additional loans. The entry, as well as the 
cross-entry, will be zero, and prices will be effectively kept 
stable. 

But in the (probably) more normal case when the com- 
munity does require to add to the value of its monetary 
holding, some savings are side-tracked to this purpose, and 
unless the banks make some additional loans, total loanable 
funds will be less than the savings of the community, and the 
market rate of interest will be unduly elevated. (N.B.—The 
community in this case gets the extra value in the form of 
money, which it requires, through the enhancement of the 
value of its existing stock, due to the fall of prices. This 
process, though in a sense illicit, none the less absorbs savings.) 

1 am not prepared to argue that the equating of loanable 
funds to savings is the sole, sufficient, or even necessarily the 
proper objective of banking policy. What I do contend is 
that if this be taken as an objective, the view that the banks 
should make no additional loans is untenable. This brings 
me to my final point. If it is required to equate loanable 
funds to savings, this entails that additional bank loans should 
be equal to the value of savings side-tracked into the holding 
of additional value in the form of money. This equality can 
only be secured on one condition, and that is that the banks 
make sufficient additional loans to keep prices stable ! 

This last proposition is susceptible of rigorous proof, but 
one which demands, I fear, a close effort of attention. It is 
required that the value of additional bank loans should be 
equal to the value of the increment in the value of the com- 
munity’s holding of money. (I suppose for this argument a 
non-gold money.) If prices are stable, the value of additional 
bank loans is equal to the value of the increment in the value 
of the community’s monetary holding. If prices are rising, 
the former value is greater than the latter, and if prices are 
falling, the former value is less. E.g. if the banks make 
additional loans worth /100, when prices are rising, the 
increase in the value of the community's holding of money 
must be something less than /100. For since it only has 
£100 of new money, and since each unit of money is worth 
less, the addition to the value of its total stock of money 
must be less than 4100. By similar reasoning, if prices are 
falling, the addition to the value of its total stock of money 
must be more than £100, for it has 100 new pounds, and the 
value of every pound it already had is also enhanced. 

It follows that sufficient additional bank loans to keep prices 
stable will alone serve to achieve the desired equation of 
loanable funds to savings.—I am, Sir, etc., 

Christ Church, Oxford. 


R. PF. Harrop. 
September 23, 1934. 
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